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ABSTRACT 



This report examines the association between institutional 
characteristics and the earnings of recent college graduates five years after 
graduation. Data from the 1980 High School and Beyond (HS&B) survey were 
combined with information about courses, grades, credits, and credentials 
contained in the Postsecondary Education Transcript Study, a comprehensive 
source of information about the postsecondary experiences of the 1980 HS&B 
sophomore cohort. Information about the colleges came from the Integrated 
Post secondary Education Data System. The study also included information from 
the College Board's Annual Survey of Colleges. Data analysis indicated that 
the net contribution of college characteristics to variance in men's earnings 
was relatively small (somewhat less than the net effect of background 
characteristics on earnings) . Higher education experiences accounted for 
substantially more variance in men's earnings than either college or 
background characteristics. Institutional characteristics explained more of 
the variance in women ' s earnings than they did in men ' s earnings . For both 
sexes, choice of major related to later earnings. Attending a selective 
versus nonselective institution also related to higher earnings. Appended are 
technical notes and methodology; standard error tables; and a glossary. 
(Contains 55 references.) (SM) 
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Foreword 



The Research and Development (R&D) series of the reports has been initiated: 

• To share studies and research that are developmental in nature. The results of such 
studies may be revised as the work continues and additional data become available. 

• To share results of studies that are, to some extent, on the “cutting edge” of methodo- 
logical developments. Emerging analytical approaches and new computer software de- 
velopment often permits new, and sometimes controversial, analysis to be done. By 
participating in “frontier research,” we hope to contribute to the resolution of issues and 
improved analysis. 

• To participate in discussions of emerging issues of interest to educational researchers, 
statisticians, and the federal statistical community in general. Such reports may docu- 
ment workshops and symposiums sponsored by the National Center for Education Sta- 
tistics (NCES) that address methodological and analytical issues, or may share and 
discuss issues regarding NCES practice, procedures, and standards. 

The common theme in all three goals is that these reports present results or discussions that 
do not reach definitive conclusions at this point in time, either because the data are tentative, the 
methodology is new and developing, or the topic is one on which there are divergent views. 
Therefore, the techniques and inferences made from the data are tentative and are subject to revi- 
sion. To facilitate the process of closure on the issues, we invite comment, criticism, and alterna- 
tives to what we have done. Such responses should be directed to: 

Marilyn M. McMillen 

Chief Statistician 

Statistical Standards Program 

National Center for Education Statistics 

1990 K Street NW 

Washington, DC 20006 
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Executive Summary 



This report examines the association between factors such as selectivity and other institu- 
tional characteristics, and the earnings of recent college graduates 5 years after graduation. The 
report addresses a number of questions of interest to students who are deciding which college to 
attend, as well as to their parents and institutional and government policymakers. These questions 
include the following: 

• Are the earnings of recent graduates associated with the characteristics of the colleges 
and universities from which they graduated? 

• Is where a student went to college more or less important for earnings than the choices 
he or she made while enrolled about how much effort to expend on studies or which 
field to major in? 

• If some institutional characteristics are associated with higher earnings, which ones are 
they? Are larger colleges better than smaller ones? Are more selective colleges associ- 
ated with higher earnings? How much does it matter whether the institution’s mission 
is research or teaching? 

• Are institutional effects on earnings the same for women as they are for men, or do 
these effects vary systematically by sex? 

To address these issues, data from the 1980 High School and Beyond (HS&B) study were 
combined with information about courses, grades, credits, and credentials contained in the Post- 
secondary Education Transcript Study (PETS), a comprehensive source of information about the 
postsecondary experiences of the 1980 HS&B Sophomore Cohort. Information about the colleges 
1980 sophomores attended came from the Integrated Postsecondary Education Data System 
(IPEDS), which contains information on enrollment, finances, institutional characteristics, and 
degrees awarded. In addition, information from the College Board’s Annual Survey of Colleges 
was also included. The combination of longitudinal data, postsecondary transcripts, and institu- 
tional data provided a rich and unique source of information with which to explore the research 
questions. 

A series of statistical analyses were performed that permitted assessing the net effect of 
college characteristics on 1991 annual earnings controlling for differences in student background, 
labor market characteristics, and higher education experiences, such as grade-point average and 
major field of study. The results were examined in two ways. First, the contribution of college 



Executive Summary 



characteristics to explaining variance in earnings among college graduates (incremental R 2 ), and 
second, the estimated dollar effects over the course of a working life. 

Overall, the net contribution of college characteristics to variance in men’s earnings was 
relatively small, ranging from 2 to 3 percent, somewhat less than the net effect of background 
characteristics on earnings. Higher education experiences accounted for substantially more vari- 
ance in men’s earnings than either college characteristics or background characteristics (about 12 
percent). 

A different picture emerged for women. Institutional characteristics explained more of the 
variance in female earnings than they did in male earnings. The incremental R 2 for women 
ranged from 4 to 6 percent after controlling for background characteristics, labor market charac- 
teristics, and higher education experiences. 

For both men and women, choice of major was associated with later earnings. The results 
suggest that the primary mechanism linking major field of study and earnings was the association 
between major and occupation. For men, adding occupation and industry reduced the explained 
variance attributable to higher education experiences from 12 percent to just over 4 percent, 
while the variance accounted for by institutional characteristics remained at 2 percent. For 
women, however, the pattern was somewhat different. Unlike men, for whom the variance asso- 
ciated with higher education experiences was almost six times as large as institutional character- 
istics (12 percent versus 2 percent), institutional characteristics were almost equally important in 
affecting earnings (5 percent versus 4 percent). After including information about occupation and 
industry, the explained variance attributable to higher education experiences fell from 6 to 3 per- 
cent. Institutional characteristics still explained about 4 percent of the variance in women’s 
earnings. 

Among the college characteristics that mattered for men were attending a selective versus a 
nonselective institution. Obtaining a degree from a selective institution (measured by the Coop- 
erative Institutional Research Project rating for colleges and universities) was associated with an 
earnings increment of 11 to 16 percent. Men also benefited from attending institutions with 
higher per capita spending on instruction. 

For women, selectivity (measured by the ratio of applicants to admissions) was associated 
with higher earnings. A unit increase in this ratio was associated with about a 12 percent increase 
in earnings. Attending a selective liberal arts college, and attending an institution located in the 
mid- Atlantic region or New England also had significant positive effects on women’s earnings. 
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Executive Summary 



Although college characteristics appeared to account for a relatively small proportion of the 
total variance in earnings for men, and somewhat more but still relatively little for women, they 
were nonetheless quite important. For men, attending a college whose characteristics were one 
standard deviation above the average was estimated to be worth an additional $2,311 in annual 
earnings, or an 8.1 percent increase above the average of $28,567. For women, the comparable 
increment was $3,746, or a 17.4 percent increase above the average of $21,590. These effects are 
comparable to the estimated effect of attending an additional year of college. 

The results of these analyses should offer some consolation to students and their families as 
they sit down to decide where to attend college. Although differences among colleges can have a 
large effect on lifetime earnings, decisions that students make regardless of which college they 
attend (especially major field of study) have substantial effects on later labor market outcomes. 
From this perspective, students may choose to avail themselves of the least expensive alternative 
that provides the major in which they are interested. 




^ 10 



